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Contacting the MPERA

If you have any questions about the Public Employees’ Retirement
System (PERS), call or e-mail us or visit our website.

Helena Office
Telephone Mailing Address Office Address
1-877-275-7372  P.O. Box 200131 100 North Park Ave.

406-444-3154 Helena MT 59620-0131 Suite 200
Helena, Montana

E-Mail

In most cases, if you know the name of the person you ate e-
mailing, use their first initial and their last name plus @state.mt.us.

If you don’t know who to contact, e-mail our “front desk” and
we'll forward your question to the right person. The MPERA e-
mail address is: Mpera@state.mt.us

Web Site

For updated information and to view MPERA newsletters and
other publications visit us on the web at:
http:/ /www.discoveringmontana.com/doa/petb/perb.htm

Permission is granted to reproduce, copy, or duplicate the information in this
book, provided credst is given to the MPERA.

Front cover: Statue of Thomas Francis Meagher, former acting Montana tertito-
rial governor, resides in front of the Montana State Capitol. Photo by Choctaw
Photo.

NOTES
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Preface

This Public Employees’ Retirement System Member Handbook is a general
summary of the benefits provided by the Montana Public Employees’
Retirement System (PERS). It is intended to give you a general idea of
what your benefits are and to acquaint you with the PERS. Every
effort has been made to ensure the contents agree with the law and
rules. The law and its interpretation can change, so this handbook may
be out-of-date a few years after it is published. This handbook is not a
final source of the law and rules. IT SHOULD NOT BE TAKEN AS
FINAL LEGAL AUTHORITY. Information in this handbook is
based on 2003 law. Benefits are based on the law in effect at the time
of your termination from employment; therefore, some information
found here may not apply in specific cases. If this handbook differs
with law or rules as the Board interprets them, the law or rules will
apply. This handbook replaces all previous PERS member handbooks.

Montana Code

The law governing the PERS may be found in Title 19, Chapters 2 and
3, Montana Code Annotated (MCA). The MCA is available on line at:
http:/ /www.leg.state.mt.us/css/mtcode_const/laws.asp References to
the pertinent sections of MCA and Administrative Rules of Montana
(ARM) are provided in parentheses throughout this publication.

Overview

® You are eligible to retire and receive a service retitement benefit if
you have completed 30 years of membership service at any age or
you are age 60 with at least five years membership service.

e The PERS provides disability retitement benefits and survivor
benefits, if eligible.

¢ You and your employer both contribute toward your future retire-
ment benefits.

® You may withdraw only your contributions plus interest if you
leave PERS-covered employment before retitement.

e If you withdraw your contributions before retirement, you lose
your tight to any future retirement benefit.

REFUND - a withdrawal of all the money in a membet's PERS account. By
taking a refund, the member gives up all rights to any other benefits from the
PERS.

REGULAR CONTRIBUTIONS - the payments an active member must make to
the PERS. The payments are a percentage of the member’s monthly pay and are
made pre-tax.

REGULAR INTEREST - (1) Interest eatned on the payments made to a
member's account. This rate is set by the Board and is tax-defetred. (2) The intet-
est rate charged for monthly service purchase payments. The rates for (1) and (2)
may not be the same.

RETIREMENT BENEFIT - the monthly payment to a member, for life,
following early, service, or disability retitement.

RETIREMENT or RETIRED - the status of 2 member who ends active service
and receives a monthly benefit.

SERVICE - employment of an employee in a position covered by a retitement
system.,

SERVICE CREDIT - the periods in which you contribute the required money
to the PERS. The MPERA uses service credit to calculate the amount of your
benefit. If you work 160 hours or mote in any month, you get 1 month of setvice
credit. If you work less than 160 hours, you will receive credit fot a partial month.
For example, if you work 80 hours, you teceive V2 of a month of setvice credit.

SURVIVORSHIP BENEFIT - monthly payments for life to the beneficiary of a
vested member who died while an active member.

TERMINATION OF EMPLOYMENT or TERMINATION OF SERVICE -
means the member left the employment relationship with the employetr and has
been paid all compensation due, including but not limited to payment of accrued
annual and sick leave. Upon termination, the membet will cease to accrue benefits
attributable to that employment.

VESTED MEMBER or VESTED - the status of a member with at least 5 years

of membership service. A vested member is entitled to retitement when they meet
the minimum service or age provision.
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PERS Plan Options

All new PERS members will have an opportunity to choose mem-
bership in either the Defined Benefit Retirement Plan (DBRP) or
the Defined Contribution Retitement Plan (DCRP). The choice can
not be changed. A clear knowledge and understanding of both the
DBRP and the DCRP is very impotrtant to help members make this
decision. The MPERA provides educational training to help the
PERS members understand the plans and the necessity of retire-
ment planning. (§§ 19-3-2102 and 19-3-2103, MCA)

Following is a brief explanation of the DBRP and the DCRP:

Defined Benefit Retitement Plan (DBRP): A DBRP guarantees a
specified retirement benefit based on a percentage of your highest
average compensation and your years of service credit. When eligi-
ble, your monthly benefit will be increased each year by a Guaran-
teed Annual Benefit Adjustment. Your monthly benefit will be paid
to you for your lifetime. In a DBRP, the retirement system bears the
risk when it guarantees your lifetime retirement benefit.

Money that you pay into the PERS earns interest and helps pay for
your benefits. At the MPERA, we keep track of your money in your
own account, and ctedit your account with interest. We combine the
funds from all accounts in a trust fund, which the Board of
Investments invests. Income earned from investing the trust fund
goes back into the trust fund. Only the Board may authorize
payment from the trust fund. Current law limits payments to
benefits and refunds for members or their survivors. In addition,
the Board must pay administrative expenses from the investment
carnings. (§§ 19-2-408 and 19-2-505, MCA)

Every two years, an actuary must evaluate the trust fund’s capability
to pay the benefits earned by members. Based on the trust fund’s
strength and the actuary’s advice, the Board may initiate increases in
benefits. Benefits are set by law, and only the Legislature may
change them. Before each legislative session, the Board will review

GLOSSARY OF TERMS

ACTIVE MEMBER - a member in a PERS-covered job, making the required
conttibutions, and propetly reported for the most current reporting period.

ACCUMULATED CONTRIBUTIONS - any regular and additional contribu-
tions made by a member plus interest earned.

ACTUARIAL COST - the amount determined by the Board in a uniform and
nondisctiminatory manner to reptesent the present value of the benefits to be
derived from the additional service to be credited based on the most recent
actuatial valuation for the system and the age, years until retirement, and cutrent
salary of the member.

ADDITIONAL CONTRIBUTIONS - a member’s payments to purchase various

types of optional service credit under an installment contract.

ANNUITY - equal and fixed payments for life that are the actuarial equivalent of
a lump-sum payment under a tetirement system and as such are not benefits paid
by a retitement system and are not subject to periodic ot one-time increases.

BENEFIT - a service or disability tetitement ot sutvivorship provided by the
PERS.

CONTINGENT ANNUITANT - a person the retired member names to receive
a continuing benefit after the member’s death.

CONTRACTING EMPLOYER - a political subdivision of the state that
contracts with the Board to cover its employees under the PERS.

COMPENSATION - the pay an employee receives before deducting taxes or
social security in accordance with § 19-3-108, MCA.

DESIGNATED BENEFICIARY - the person a member names to receive any
sutvivorship benefits or lump-sum payments upon the member’s death.
Designated beneficiaries are either primary or contingent.

DISABILITY - total physical or mental incapacity of a member to do the
essential functions of the member's job. You must become disabled while an
active membet, and it must be permanent ot of an extended and uncertain period.
EMPLOYEE - a person employed by a PERS employer in any capacity and the
employer pays the person’s salary.
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Section I: Membership

Generally, if the PERS covers the job, you must become 2 member.
There are several exceptions which are explained on page 11. This
section explains membership enrollment, contributions, and service.

1. Membership Enroliment

Membership enrollment is required for most PERS-covered jobs.
Optional membership for some positions is explained on page 11.
Pages 12 and 13 contain information for working retired members
and an explanation of employees who are excluded from
membership.

Membership Cards

New employees must complete a membership card upon starting
work in a new job covered by the PERS. Your payroll clerk should
provide you with this card on your first day of work. Complete the

card and return it to the payroll clerk who will send it to us. (§19-3-
401, MCA and ARM 2.43.402)

The MPERA will not pay a benefit or refund unless you have a
membership card on file with us. A membership card is a vital
record; you must keep it up-to-date. Update the card whenever any
of the information on the card changes.

To update your information, complete a new card and give it to
your payroll clerk. The payroll clerk must send it to us. Marriage,
divorce, births of children, any name changes, and death of a
beneficiary, are reasons to update your card. We print data from
your membership card on your Personal Statement of Account
which is mailed to you each July. Check the statement carefully. If
any of the member or named beneficiary data is wrong, submit a
new card to your payroll clerk. (§ 19-2-801, MCA and ARM 2.43.402)

10

4. Assignment of Benefits

In very limited cases, the court may assign all or a pottion of your
PERS benefit to another person. This includes a Family Law Order
(FLO) which must be a judgment, decree, or order of a Montana
court. Courts from other states may also assign your benefit with a
Support Obligation. Support Obligations must meet requirements
similar to those for a FLO. (§§ 19-2-907 and 19-2-909, MCA)

Your retirement benefit may not be assigned to another person
under ERISA, a federal law governing private pension benefits;
nor may a Qualified Domestic Relations Otrder assign your benefits
to another person. However, the IRS may place a levy against your
benefit for unpaid taxes.

Family Law Order (FLO)

A FLO may require the MPERA to pay all or part of your benefit
or refund to another person. That person is an alternate payee. A
Montana court may issue a FLO for child or parental support,
spousal maintenance, or marital property rights. The FLO may
require that we pay an alternate payee a set sum or percentage of
your benefit. For example, the FLO may require us to pay $500 per
month until a set sum of $12,000 has been paid. Or, the FLO may
require us to pay 50% of your monthly benefit to your alternative
payee for as long as you get a benefit. The FLO may also require
you to choose a specific option, contingent annuitant, or
beneficiary.

A FLO may not require the MPERA to pay a type of benefit unless
that benefit is available to you. Nor can a FLO require an amount
or length of payment greater than that payable to you. This means a
FLO cannot require the MPERA to make any payments befote you
retire or take a refund. Also, it may not require payments that are

more than the amount the MPERA may pay you. (§ 19-2-907 and 19-
2-909 MCA)

55




IT

w0y 1523 J0 Teyrdsoy £1unod € Jo soakopduwrr]

a

*£3unod 30 £310 © JO SIODYFO PADENSIUTWPE JATY) [

"DOISSIS DANE[SISI] o1} 01 Pare[ds YoM Junrojrad
‘SS9 JO SYIVOW 9 JUIYIOM UYdUEIq SARE[SISI] o Jo seakordwy M

J0U32A05) oY1 Aq pajutodde Apoaxp seakordwy M

‘(uontsod QYTIJ 2UO Ul 210W UT JT 2ARE[WIND) Jeak
easy 12d sinoy ()9 Uyl $S9] Jrom 01 pampayds soakodwrg M

(@EMz1r-¢-618) "dIDA Y FPUn TONNINSIP € 30 JYI
U JOpUN SIJOUIQ JUSWOINAI SUIAISF JO ‘siseq oM JO
Lryefes & vo pred JuswuILA03 [220] 30 J3EIS JO S[EDPIO P [

'SYUHJ 2Y? JO SI2qUIRW JW032q 03 9S00yd Aet Oy Ing

‘posmnboz Jou o7e oym seafojdwa mou jo sadfy oy axe MopRq paIsTT
NV €OY'$FT PUB 20V YT VO T

€61 PU¥ 10F-¢-61 ‘€0¢-2-61 §9) Foquiows & Swi0d3q 03 Juem 30U op nok
F1 pred digszoquiowr € 239[dWod 10U O “FoqUW € 3q P[noys nok
J1oppap 1snw ‘Fofo[dwd INOA JoU TOX "I2qUIdW FIYI0 AUE ST ST
PUE SAE] SUIES OU) MOJ[O] ISNUW NOA “FIQUIAW € W09 Nok 20Uy
VYA 29 01 [eUISIO 913 UINISX pue [ o wioj o jo Adoo
v dooy 1snwr 3ofordwo oy, ‘woyd a39[dwod noi 1933e sn 01 war
puas [im pue wroj pue pred oy Addns wes yrop yosfed mox

‘digszoquusws SUIP 01 WI0§
uond9ry] digssoquiay euond() oy a1ordwoo [ms 1snw nok ‘diys
-FqUIRDW SYHJ 390 O YSIA 30U op nok JT “wiroy uonodsry diysioq

-wopy Teuond( ue Supodwos (7)

‘diysiaquiaw pue ‘pred drysroquiowr v no Jury
S¥3d @sooyd nok (1) :Aq 3qWow QY ¥ °owWo023q
01 9sooyp Aewr noi ‘vonrsod InoA
303 reuondo st diyszoquiow SYHJ
pue oofo[dwo mou ¥ ore nok JT

diysisaquiapy jeuondo

125

*sn wo3y s1edrdnp € 3sonboz ued nok “geeQ1 Fnok asof
no4 JT "7824 911 JO PUD 1P 1T YEGOT FOYPOUE NOA PUas J0U [ I\
*Sp30203 X} 104 307 dooy 1snw nof yer Juswnoop Juesrodwr ue
ST Y6601 QYL "PUNJI 9Y3 WOIJ PRYPIA SIXE] 9IBIS FO [e30po] Aue
pue 9red o1qexe) o3 ‘VONNAINSIP SSOIS I IST[ [[IA 1] "PUNJII 97}
10} (6601 W0, [eI9Pa,]) WiI0,] SUONNAIISI(] B QAT [[IA NO X

“freuad o Jo Juswiled proae
01 QAOqE PIQIIISIP S ‘PUNJAI INOA JO ,IIAO-TOF,, JO JUDUISIA
-UTaX JNOA JO QYT 2 01 TOREIUIWNOOP 9p1aoid Isnwr Nox "soxe)
owodul Fnof o7 nod uvoym I Aed isnwr nod ‘freuad e sossosse
QYT oy 3T omo Aewr nok Lreuad Jo xey Aue Aed 01 ySnous aq jou
Aews 10 Aewr PPOYUIM JUNOWE YT, *SIXE] JOJ 0,07 PIOYIA 0O sn
soxmboz QYT oyt ‘ApoasIp punyaz 9yl 9A1909F NOA UIYM TIqUISINY

“I9AO-T[O4 10 JUSWIS9AULSE STUI JO BODeIUIWINdOp

SYI 2y opraoxd 01 paredord o e

'saxe} 10} pIayyym -uod 04,01 oyp Suiked proae o1 ued
aq |m Asuow ou pue  pogrenb © ojuT 1940 punyOI O [[OF
Jano Asuow ayj j|0Y 70 1s2AUTx 01 SAEp ()9 nOA MO[[e sI[NI
Melpyim Ages ue 1o} oy quowiked wns-duin v 1dodoe
noA 1 -Leuad [emespypm Apres oy
ProA® 01 nOK SMO[E Os[e punyox ok
1or0 Suyoy ‘ueld pamenb  soypo
30 VY[ ue o1ur 1aed J[qexe) oy _ FIA0




You are a member if you have
contributions and service on
account with the PERS. Once a
member, you may not withdraw
from the PERS even if you wil
work less than 960 hours in the
coming year. Even if you terminate

D, when you have
contributions and
service on account.

employment and later accept a job
for which membership is optional, you must continue your
membership if you have funds on account. In other words, if you
are already a member, then your membership must continue even
if otherwise it is optional. You are eligible to complete a new
election form only if you received a refund of your account.
Elected officials may not withdraw upon re-election to office.

Working Retiree Membership

A retired member may work for a limited time in a PERS-covered
job without becoming an active member. Current law imposes
vatious limits on working retirees. If they exceed the limits, their
benefit may be reduced. Each employer must report all working
retirees to the MPERA monthly. The report must account for
each retiree’s total paid hours and total wages. Retirees must also
teport the same information; their signature on the employer's
report will serve as their report. See page 32 for more details about
working retirees. (§ 19-3-1106, MCA)

NOTE: A tetitee must be retited for at least 30 days and receive one
benefit check before accepting a PERS-covered job.

Working retirees may elect to end retirement and become active
members. They need to complete a membership card and have
their payroll clerk send the card to us upon this election. Upon
notification, we will stop paying a benefit to a retired member who
becomes an active member. When these members are ready to
retite for the second time, they must notify the MPERA. We will
calculate a new benefit using the additional service.

12

3. Taxes on Benefits

Some or all of your retirement benefit will be subject to federal
and state income taxes. You must pay taxes on any part of your
benefit derived from contributions which were not taxed (made
pre-tax) during your working career. You paid income tax on any
money you contributed before July 1, 1985. You also paid taxes on
any contributions you made to buy service before the year 2000.
You have not paid taxes on your regular contributions since July 1,
1985. Nor have you paid taxes on the interest your account earns.
If some of your benefit comes from pre-tax money, or tax-
deferred interest, you must pay taxes on that part. (§19-3-315, MCA)

Tax Statements

Once you are retired and receiving a benefit, each year we will
send you a Distributions Form (Federal Form 1099R). The 1099R
is similar to a W-2 Form. We send the form to all people who
receive any payment from the PERS, not just members. The
1099R will show the gross taxable amount you received during the
past calendar year. This form will also show any state or federal
taxes withheld during the year. We base withholding rates on
current federal and state tax law.

Tax laws that apply to retitement benefits change frequently. You
should contact a tax professional for specific, up-to-date informa-
tion about state and federal taxes.

Taxes on Refunds

The tax-deferred portion of a lump-sum refund is subject to state
and federal taxes. Taxable amounts for state and federal taxes may
be different, because the state does not tax the interest. The IRS
may assess an additional 10% penalty for eatly withdrawal. We will
also withhold 20% for tax purposes if we send the refund directly

to you. You may avoid paying the withholding tax by “rolling-
53
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2. Contributions

You and your employer pay contributions to the PERS. The
following explains contributions to the PERS and what is expected
of you and your employet.

Member Contributions

All members must pay part of their gross compensation to the
PERS. The current contribution rate is 6.9%. Your employer will
withhold this money from your gross pay and send it to us. We will
credit your contributions to your individual account. (§19-3-315,
MCA)

Interest: Your PERS account earns interest and we add it to your
account each month. Generally, the interest ctedited to your ac-
count will not affect the amount of your monthly retirement bene-
fit. The exception is the money purchase benefit (see page 28). The
monthly service retirement benefit is set by a statutory formula (see
page 26). If you end your PERS-coveted employment and leave
yout money on account, it will continue to collect interest. If you
take a lump sum refund instead of a monthly benefit, you will re-
ceive the interest on yout contributions also.

Tax-Deferred: Since July 1985, the money you contribute to the
PERS is contributed pre-tax. The interest your account earns has
always been tax-deferred. This means you don’t pay state and
federal taxes until you receive the money as a benefit or refund. Any
money you paid to the PERS before July 1985 was taxed. In other
words, you paid the taxes before you paid the money to the PERS.
If you have taxed money in your account and elect to take a lump
sum refund, or retire, then part of your refund or monthly benefit
will be tax exempt.

14

2. Benefit Increases

The Guaranteed Annual Benefit Adjustment (GABA) will increase
your retirement benefit every year if you are eligible.

GABA

The GABA insures an increase of three percent over the previous
year. Other events which increase your benefit will reduce the
amount you get from the GABA. If the other increases are three

percent or more, then you will get no increase from GABA.
(§519-2-1101 and 19-3-1605, MCA)

The GABA applies to:

Setrvice Retitement Benefit

Early Retirement Benefit
Disability Retirement Benefit
Survivorship Benefit

It also applies to recipients, other than members, such as contingent
annuitants and survivors. It does not apply to a person receiving the
lump-sum death payment as an annuity.

Eligibility for GABA Benefits

You must meet some conditions before you will get a raise under
the GABA. First, you must receive your benefit for at least 12
months. For example, if you retited on July 1, 2004, you will meet
the 12-month requirement on July 1, 2005. You will receive your
tirst GABA increase beginning with your January 1, 2006, benefit as
explained on the next page.
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Processing a Refund: We cannot process your refund before your
employer sends us the application and the final payroll
information. This process may take up to 4 wecks from the date
you get your last paycheck. Extending your last day of wotk into a
new pay period or month may increase the processing time.

If, after receiving a refund, you accept a mandatory PERS-covered
job, you will again become a member. We will considet you a new
member without credit for the refunded service. You may rede-
posit the refund, plus interest, to reinstate that service for credit.

For more details see Purchase of Service, on page 20. (§19-2-603,
MCA)

If you are not a vested member (less than 5 years of membetship
service) at the time you terminate service and you have less than
$5,000 in accumulated contributions, (your contributions plus in-
terest), you must receive a lump sum refund. You may also make a
written request to have your eligible contributions rolled over to a
qualified retirement plan. Inactive non-vested members who have
more than $5,000 in accumulated contributions may leave their
money on account and it will continue to earn interest. However,
they are eligible only for a refund of theit accumulated conttibu-

tions and will have no right to any form of PERS monthly benefit.
(§ 19-2-602, MCA and ARM 2.43.603)

NOTE: If you receive yout refund directly, the IRS requires us to
withhold 20% for tax purposes. The IRS may also chatge you an
additional 10% penalty for early withdrawal. For mote information, see
Taxes on Refunds, on pages 53 and 54.

16

Death Benefit Claim - Active or Inactive Member

Upon notification of a membet’s death, we will send a death
benefit claim to the designated beneficiaty. To make a claim for a
death benefit, the beneficiary must return the form to the MPERA
along with written proof of the membet’s death. A copy of the
death certificate is the best document to send. (§ 19-3-1201, MCA)

Account Balance - Retired Member

If you retire under Option 1, and you die before receiving benefits
equal to your account balance (your contributions plus interest),
your beneficiaries will receive your remaining account balance.
Your remaining account balance is your conttibutions plus interest

at the date of retirement minus any benefit payments you received.
(§ 19-3-1210, MCA)

Account Balance - Inactive Member

The PERS will pay a lump-sum death payment to an inactive mem-
ber’s beneficiary. This death payment will be the member’s accu-
mulated contributions (membet’s contributions plus interest). If
the inactive member is vested (has 5 years of membership setvice),
the beneficiary may be able to receive a monthly benefit for their
lifetime.

Service Death Payment

In some cases, as identified below and on page 50, the PERS will
pay a lump-sum death payment to an active membet’s beneficiary.
This death payment will be the sum of: (1) the membet’s accumu-
lated contributions (member’s contributions plus interest); and (2)
an amount calculated as 1/12 time your last 12 months of pay
times the lesser of 6 or your years of service credit. You will receive
interest on the amounts in (1) and (2) to the date the payment is
made. This lump-sum death payment will be paid if the membet’s
death occurs in any of the following cases:
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to leave PERS-covered employment at age 37 with nine years of
membership service, and if you do not withdtaw your contributions,
you may receive a monthly benefit when you are eligible for retire-
ment.

Service Credit

Your service credit affects the amount of your retirement benefit.
You earn one month of service credit for each month of full-time
service. Full-time service means your employer paid you for at least
160 hours of work during that month. You may not get credit for
more than one month even if you work more than 160 hours during
a month. If you work less than 160 hours during any month, you
will receive proportional service credit. For example, if you worked
80 hours during a given month, you would earn 0.5 months of
service credit. However, for that same month you will earn one
month of membership service. (§19-2-701, MCA; ARM 2.43.406 - 409)

Your service credit years at retirement will be calculated by dividing
service credit months by 12.

Example: Suppose you were hired April 1, 1982 and you work full-

time until June 30, 2002, when you will retire. Your months of ser-
vice credit would be calculated as follows:

April 1982 - December 1982

January 2002 - June 2002

243 months divided by 12 months = 20.25 years of service credit.
The service credit used to calculate your setvice retitement benefit
would be 20.25. (See page 26.)

18

per month. Payments will continue for the rest of the 10-year
period. Should Kenny die after the 10-year period ends, all
payments end. His contingent annuitant(s) won’t receive any
payments.

If Kenny chooses the 20-year certain payment option, he will
receive $507.15 per month, for life. Should he die before the end
of the 20-year period, the contingent annuitant(s) receive a total of
$507.15 per month. Payments end when the 20-year period ends.
In the event he dies after the 20-year period ends, his contingent

3

annuitant(s) won’t receive any payments.
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Purchase of Service

Eligible members may purchase various types of membership ser-
vice and service credit. Contact us for complete details about your
eligibility. A written request to initiate the cost statement is required.
More detailed information on requesting the cost statement and
paying for the purchase, as well as the types of service which may be
purchased, is summarized below and on the following pages.

Requesting a Cost Statement: To purchase service, you must receive
a cost statement. You must first write to us and provide the
following information: your full name (including any former names),
a current address, Social Security Number, and the type of service
you wish to buy. You should also send us any documents that relate
to the service, including the approximate dates of service. Your
former employer can usually provide you copies of relevant
documents. We will review the request and send you a cost

statement for buying any service for which you are eligible. (ARM
2.43.428)

You must pay the lump-sum cost or start monthly payments within
30 days. After 30 days, the cost statement is not valid and you must
contact us for an updated cost statement. Only the MPERA can
give you a cost statement. A cost statement from any other source
may not be used.

Paying for Service Purchases: You may pay for a service purchase in
one lump-sum, or you may make monthly payments. Active
members can make monthly payments by pre-tax payroll deduction.
You may also purchase service through a rollover of funds from an
eligible retirement plan account belonging to you or a direct trustee-
to-trustee transfer of funds from your 403(b) or 457(b) deferred
compensation plan. Inactive vested members, active members not
paid monthly, or active members who wish to self-pay may send
payments directly to the MPERA. (These payments are not made
pre-tax.) If you fail to make a regular monthly payment, you give up
the right to make any more payments. Your service purchase will be

20

Option 4 Formulas:
10-Year certain: Option 1 Amount x 0.975
$562.50 x .975 = $548.44 per month

20-Year certain: Option 1 Amount x 0.904
$562.50 x .904 = $508.50 per month

If Wanda chooses the 10-year certain payment option, she will
receive $548.44 per month, for life. Should she die before the 10-
year period ends, her contingent annuitant(s) will receive a total of
$548.44 per month. (The total payment to all contingent
annuitants is $548.44, not $548.44 to each.) Payments will
continue for the rest of the 10-year period. If Wanda dies after the
10-year period ends, all payments end. Her contingent annuitant(s)
won’t receive any payments.

If Wanda chooses the 20-year certain payment option, she will get
$508.50 per month, for life. Should she die before the end of the
20-year period, the contingent annuitant(s) receive a total of
$508.50 per month. Payments end when the 20-year petiod ends.
In the event she dies after the 20-year period ends, her contingent
annuitant(s) won’t receive any payments.

The 10- and 20-year periods begin on the effective date of the
member’s retirement. Factors used for 10- or 20-year petiods are
based on the member’s age.

Early Retirement

Because Kenny has 25 years of Membership Service, the basic for-
mula will use the 1/50 factot. If Kenny had less than 25 years of
Membership Setvice, the 1/56 factor would be used. (See page 26
for an explanation of the basic formula.)
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4. Absence Due to Illness or Injury: Time that a member is absent
from work due to a work-related injury or illness is considered
membership service. To qualify, the illness or injuty must be work-
related. The time which can be purchased may not exceed five yeats.
If the member is eligible to and pays the contributions and interest,
the absence will also count as service credit. Upon return to work,
the employee and employer must file a written application to buy
the time. The MPERA must receive certification the injury was
work-related within one year of the member’s return to work.
Members lose the right to contribute for the absence if they

received a refund of their account during the absence. (§ 19-3-504,
MCA; ARM 2.43.424).

5. Additional (“1-for-5”) Service: For each 5-year petriod of
membership service, you may buy 1 year of additional service credit.
You may buy no more than 5 years of additional service. Members
eligible to buy 1 year may buy less than a full year.

“l-for-5” service is not membership service and cannot make you
eligible to retire or to purchase other types of service. Your total
service credit on your annual statement will not include the “1-for-
5” service you buy; however, it will be added to your setvice credit
when we calculate your retirement benefit. If you meet the
requirement for early retirement without the “1-for-5” setvice, you
can use that service to reduce or eliminate the eatly retirement
reduction of your monthly benefit. (§19-3-513, MCA; ARM 2.43.432)

6. Military: You may buy up to 5 years of active military setvice if
you have at least 5 years of membership service. Military service is
purchased at the actuarial cost. Normally, if you are receiving a
retirement from the military, you may not buy that military service.

~Military service is both membership service and service credit. (§19-3-
503, MCA; ARM 2.43.437)

7. Reserve Military Service: You may buy up to 5 years of reserve
military service in the armed forces, including service in the army

22

5. Changes to Options

There are limited circumstances which will allow a retired member
to change their option or contingent annuitant, if they are eligible.
A written application must be filed with the MPERA to make a
change if one of the following conditions are met.

¢ 'The original contingent annuitant dies.

¢ The member and the contingent annuitant divorce and the
court does not grant the contingent annuitant the right to
receive part of the benefit.

A member who retires on or after October 1, 1999, and selects
Option 2 or 3 may revert to the higher Option 1 retirement bene-
fit available at the time of the membet’s retirement, if one of the
above conditions are met. The notification and change must occur
within 18 months of the death of or divorce from the contingent
annuitant (see below).

A member who retired before October 1, 1999 and selected Op-
tion 2 or 3 has the right to change their contingent annuitant and
choose a new option if one of the above conditions are met.

NOTE: The retited member must designate a new contingent
annuitant or payment option, in writing, within 18 months of the death
of or divorce from the contingent annuitant. Retirees should contact the
MPERA to get an estimate of the new benefit and an application form
to select a new option or change the contingent annuitant.

(§ 19-3-1501, MCA )
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Benefits

Section lI:

To receive retirement benefits under the PERS defined benefit re-
tirement plan, you must fulfill certain age and service requirements.
Retirement benefits are payable directly to you. The benefit option
you choose at retirement may also provide for a continued sutvivor
benefit. This section explains how to qualify for retirement, the
payment options available, how to calculate your benefit, and
sample calculations for benefit options.

1. Qualifying for Benefits

Vesting

When you complete five years of membership service (explained
on page 17), you become a vested member. Once vested, the
PERS guarantees you a retirement benefit after you reach the
minimum age or service requirement.

Active Members

You are an active member if you are in a PERS-covered job and
making the required contributions to the system. If vested and at
least age 50 or 25 years of membership service at any age, you may
terminate employment and apply for a monthly retirement benefit.
You could also take a refund of your account, rather than a
retirement benefit. (§ 19-3-401, MCA, and ARM 2.43.603)

When you withdraw your accumulated
contributions from your account (your
contributions plus interest), you give
up all vested rights. In other words,
once you cash your refund check, you
are not eligible for a retirement

lose your right to any
benefit. (§ 19-3-401, MCA; ARM 2.43.603)

benefit from the PERS.

‘membership ends. You
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55
55
55
55
55
55
55

57
57
57
57
57
57
57

*Mem = Member’s Age

45
50
55
60
65
70

42
47
52
57
62
67
72

0.7807
0.8031
0.8279
0.8540
0.8800
0.9044
0.9261

0.8815
0.8954
0.9103
0.9254
0.9398
0.9528
0.9641

0.8698
0.8851
0.9014
0.9180
0.9338
0.9481
0.9606

0.987
0.987
0.987
0.987
0.987
0.987
0.987

** CA = Contingent Annuitant’s Age

0.945
0.945
0.945
0.945
0.945
0.945
0.945

59
59
59
59
59
59
59

61
61
61
61
61
61
61

49
54
59
64
69
74

46
51
56
61
66
71
76

0.7415
0.7674
0.7962
0.8267
0.8572
0.8860
0.9120

0.8571
0.8739
0.8918
0.9100
0.9274
0.9431
0.9568

0.8435
0.8619
0.8816
0.9015
0.9205
0.9379
0.9529

0.978
0.978
0.978
0.978
0.978
0.978
0.978

0.971
0.971
0.971
0.971
0.971
0.971
0971

0.914
0.914
0.914
0.914
0.914
0.914
0.914

0.893
0.893
0.893
0.893
0.893
0.893
0.893
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2. Retirement Benefits

PERS members are eligible to receive benefits upon meeting certain
requirements. The PERS defined benefit retirement plan provides
benefits for members as outlined on the following pages.

Service Retirement

You are eligible for service retirement when you meet any of the
following criteria:

e Age 60, with at least 5 years membership service.
e Age 65 and in active service.
® 30 years of membership service at any age.

As stated earlier, defined benefit retirement plans use a set or
defined formula to calculate your benefit. The PERS retitement
benefit is based on your highest consecutive 36 months of compen-
sation. This does not have to be your last 36 months of employment. It
may come from earlier in your cateer. (§ 19-3-901, MCA)

The basic formula for a monthly service retirement benefit in the
PERS depends on your years of membership service and service
credit as explained below: (§ 19-3-904, MCA)

1. Less than 25 years membership service: 1/56 x years of Setvice
Credit x Highest Average Compensation (HAC)

2. 25 years or more membetship service: 1/50 x years of Service Credit x

Highest Average Compensation (HAC)

An explanation of the factors used in the formula follows:

(A) Your service credit is the amount of full-time setvice you earned
(see page 18).

(B) 1/56 (1.7857%) or 1/50 (2%) is the factor that determines how
much of your HAC you get for each year of service credit.

(C) HAC is the average of your highest consecutive 36 months of
salary. Add your highest consecutive 36 months of compensa-
tion and divide by 36 to get the average monthly compensation.

26

3. Option 3

Option 3 is very similar to Option 2. It is also an annuity based on
the lives of two people. Initially, the member receives the benefit
for life, then one-half of the benefit continues to the contingent
annuitant for life. Because the contingent annuitant receives half
the member’s benefit, the membet’s initial monthly benefit is
larger than the Option 2 benefit.

Option 3 is computed the same as Option 2, using Option 3
factors. The Option 3 factor is based on the age of the member
and the contingent annuitant at the member’s retirement date.

The Option 3 factors listed on pages 40 - 41 are for members 47
to 62 years of age. Contingent annuitant ages are in increments of
5 years and provide factors for contingent annuitants both older
and younger than the member. The factors on pages 40 - 41 are
examples. There is not enough space available in this publication
to present the complete actuarial table for all Option 3 factors.

NOTE: A retited member may not change their Option 2 or 3 election
or their designated contingent annuitant, except in limited circumstances.
See page 43 for a brief explanation of the limited citcumstances under
which there may be a change to the option elected and the contingent
annuitant designated at the time of retirement.
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Money Purchase Benefit

The PERS also has a money purchase benefit. The money purchase
benefit is based on your age, and is the actuarial equivalent of dou-
ble the balance of the regular contributions and interest in your
account. Additional contributions to purchase service, plus interest,
will also be used in the calculation of this benefit. It is a monthly
benefit just like the service retirement benefit. If you retire after a
long period as an inactive member, the money purchase benefit may
give you a larger benefit. We will calculate your benefit using both
the defined benefit formula and the money purchase benefit
methods, you will receive the larger of the two benefits. You will
receive the money purchase benefit for life, and you may also
choose any of the payment options. (§19-3-904, MCA)

Following is one example of when the money purchase benefit
would be larger than a service retitement benefit:

You terminate your PERS employment at age 36 with 9 years of
service and a highest average compensation (HAC) of $3,200. In 14
years, at age 50, you are eligible for early retirement and your
accumulated contributions (your contributions plus interest) in the
PERS now totals $48,000.

The monthly service retirement benefit would be:
1/56 x years of Service Credit x HAC x Eatly Retirement Factor
1/56 x 9 x $3,200 x .520 = $267 per month

The money purchase benefit would be $319 per month, or $52
morte than the monthly service retitement benefit.

NOTE: Your account will continue to earn interest, and it gtows over
time. Eventually, the money purchase benefit will be larger than the set-
vice retirement benefit. The money purchase benefit helps compensate for
inflation. As stated above, we will calculate a member’s benefit using both
methods and you will receive the larger of the two.

28

37

$3,500; your estimated monthly benefit will be $714 + $536 = $1,250.

Members not choosing “new” disability benefits will receive 90% of this amount.

Rounded to the nearest whole dollar.

)
)

1
2
(3) Average of the highest consecutive 36 months.

benefit. For example, if your HAC is $3,500 and you have 20 years of service, then $2,000 +

Note:If your HAC is not shown, you can add the amount from two or more columns to get your
$1,500

(4) These calculations assume your membership service is the same as your service credit.

(
(
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A disabled member who chose coverage under the new law, or
joined the PERS after February 24, 1991, will receive a monthly
benefit equal to one of the following:

1. Less than 25 years membership service: 1/56 x years of Setvice

Credit x Highest Average Compensation (HAC)

2. 25 years ot more membership service: 1/50 x years of Service Credit
x Highest Average Compensation (HAC)

This is the same formula used to calculate your service retitement
benefit except there is no reduction in the benefit amount for early
retirement. The money purchase benefit is not used for a disability
retirement benefit. A disability retiree may elect any of the 4 benefit
payment options available to service retirees. (§ 19-3-1008, MCA)

Under the old law, a disabled member with at least five years of
membership service could receive a monthly benefit equal to the
larger of the following:

1. .90 x (1/56 x yeats of Service Credit x Highest Average Com-
pensation); or

2. .25 x (Highest Average Compensation)

Disability Reviews

The Board may review the medical condition of any member
receiving a disability. Periodic reviews may be performed to decide

if the member still qualifies for disability retirement.
(§ 19-3-1015, MCA)

Employment

While receiving a disability benefit, you may earn other income, but
the law limits how much you may earn. This limit is the monthly
amount you were earning when you became disabled. For any
month that your other income plus your disability retirement
benefit is more than the limit, the MPERA will reduce your benefit.

30

Section lll: Payment Options

When you retire, you must select a benefit payment option.
Currently, the PERS offers four benefit payment options. Some
options provide for another person to receive your benefit after

your death. That person is your “contingent annuitant.” (§ 19-3-1501,
MCA)

This section provides information on each option, a table to help
you calculate your benefit, and some sample calculations.

1. OPTION 1

Option 1 1s the largest monthly amount you may choose. Option 1
is also the basis for calculating all other options. The benefit is
computed using the defined benefit formula or the money purchase
benefit formula. If you retire early, then the early retirement factor
will reduce your benefit. Members who choose Option 1 will receive
the benefit for life. Upon the member’s death, the designated
beneficiary will receive any balance left in the member’s account.
That account balance is the amount available at retirement, less the
total benefits paid to the member. All monthly benefit payments
end upon the retiree’s death.

NOTE: Once you choose an Option 1 retirement and cash your first
benefit payment, you may not change your option.

35
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4. Circumstances Affecting Benefits

Working Retiree

As a PERS retiree, you may wish to work in a job covered by the
PERS, but the law imposes some limits. Whether ot not a limit ap-
plies will depend on your age. If you are less than age 65, your bene-
fit will be reduced $1.00 for each $1.00 eatned from employment in
excess of 960 hours. Only the hours worked, for which you receive
pay, will count toward the 960-hour limit. The limit applies to each
calendar year and the MPERA reduces benefits only if you exceed
the limit.

If you are 65 to 70 1/2 years of age, the limit is either the 960 hours
or an earning limitation, whichever is higher. The earning limitation
is equal to your Highest Average Compensation (HAC) adjusted for
inflation. The sum of your retirement benefit and earnings must be
less than the earning limitation (HAC adjusted for inflation). Any
other earnings that you have from other sources will not apply to
the limit. Both limits apply to a single calendar year and only reduce
benefits for those years that your houts ot earnings exceed the limit.
Your benefit will be reduced $1.00 for each $1.00 earned from em-
ployment exceeding the limit. No limits restrict the eatnings of re-
tired members who are age 70 1/2 or older.

The above limits apply only to retirees of the PERS and to employ-
ment covered by the PERS. PERS covers most positions with the
state, university system, local governments, and school districts. If
unsure, ask potential employers if the PERS covers the position be-
fore you start work. Any retiree working in a covered job may be-
come an active member anytime. If the retitee becomes an active
member, the MPERA will stop the retiree’s benefit. The member
may re-retire later and the MPERA will recalculate the retitement
benefit based on the additional service. (§19-3-1106, MCA)
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Each month, your PERS employer must certify the paid houts you
work in a PERS-covered job and how much pay you receive. Only
the regular hours worked for which you receive pay will count to-
ward the 960-hour limit. Annual, sick, or holiday pay ate not in-
cluded in the 960-hour limit. Also, any donated hours do not count,
and you don’t need to report them. We will supply the form neces-
saty to report your hours and wages as a working retiree. Both you
and your employer must report this data to the MPERA; however,
your signature on the employer's report will suffice as your report.
We do not require a report for a month in which you do not work.
If you become an active member, the teport is not required.
(§19-3-1106, MCA, and ARM 2.43.506)

NOTE: This reporting requitement does not apply to a PERS re-
tiree who is elected to a state or local public office and chooses not
to become an active member of PERS.

Involuntary Termination

A special provision requires the state and university system to pay
part of the cost of buying additional service if you are involuntarily
terminated. You must be a state or university employee, and eligible
for service or eatly retitement under the PERS. Your termination
must be the result of reorganization, closure of an agency, or a
reduction in force. You must also waive any other benefits that you
may be eligible for under the State Employee Protection Act. The
provision allows you to receive up to 3 years of additional service, if
you are eligible; however, the state may only pay part of the cost.

If you accept the additional service, then special restrictions besides
those previously discussed will apply. You may work in the same
jurisdiction for only 959 hours in a PERS-covered position or for
only 599 hours in a position covered under any of the other public
retirtement systems. All state agencies and units of the university
system ate the same jurisdiction, namely, the State of Montana.
Local government units are separate jurisdictions. If you exceed the
limit, you will forfeit the additional service. We will recalculate your
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